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OFFICE OF THE ATTORNEY GENERAL OF TEXAS

AUSTIN
2 GERALD C. MAKN
ATTORNEY GINERAL
Honorable Sidney Latham
Secretary of State
Austin, Texas
Dear Sir: Attention: Mr. R. 7. ) Dong

Head Charter Division

N

cratary of ate
e charter which
§ clause from the
en undertakes to

Opinion No.
Re

end thelr suburbs, not extend-
les beyond their limits, and to
accumulgte lefid money for that purpose (A « 1302,
Subdivision 47, Texas Revised Civil Statutes).

"In order to carry out the purpose of this
corporation as above set forth, it is the intention
of the incorporators herein to proceed asg follows:

"({a) To create hereby & private limjted-dividend
sorporation to provide housing for rent and which may
be regulated by the Federal Housing Administration {and
not otherwise except as herein expressly provided) as to
rents, charges, capital structure, rate of return and
methals of operation, all pursuant to the provisions of
Section 207 of Title II of the National Housing Act, as

= «i. ™ COMMUMICATION IS TO BE CONSTRUED AS A DEPARTMENTAL OPINION UNLESS AFFROVED BY THE ATTORNEY GENERAL OR FIRST ASSISTANT



gonoruble sidpney Lutham, puage £

anended, and as such to acquire, repalir, maintain
and operate a housing project in or within two
miles of the limits of Dallas, Dallas County, Texas.

% $ ¥
"(g) When the indebtedness of this corporation
on the note to be exeouted and delivered Ey it to
the Federal Housing Administration, as part of the
purchase price for the gropertiel hereinabove re-
»

ferred to, has been pai and the preferred atook
provided for In"this oharter has been retired, then
the rpose clause of this corporation shall anto~
nnt!an;% be 1imited to the language now set Torth

t rst para h O 8 section o 8 ehar-
ter, which consiets o? the language of Subdivisio
TT oF Artlole 0¥ of the N vIseEiU'ﬁII' Statutes of
Texas, and all of the suecoo!!ng paragraphs of This

seotion of this charter shall thereafter be of no
effect.” (Emphasis supplied)

‘Paragraph VII, Section G, (1), reads in part:

* % ¥ * the corporation without prior or other
approval or authorization may rent or lease (a)
dwelling accommodations to tenants solely for
actua Secn anoy and Earggd accommodations, for
a period not to exceed thres yesars, and Zb’ store
aaoonnodatigna for a period not to exceed three
years; * * v

The incorporatcore have guoted !ubd1v1310n~4?. Article
1508, V.4.C.8,.,, and we assume arguendo that they have undertaken
to confine their powers thereto,

In nuasrous paragraphs in the charters coming thereafter
they have attempted to interpret these powers under Subdivision 47

gna to have the Soerotar{ of State Dass upon and approve the sane,
hen the purpose clause 1in & charter is in the language of a sub-

division of Article 1302 and the charter goes further and inter-
prets that subdivision of the atatute in many weays, the Secoretary
0f State has the right tc have suoch interpretatiomns removed as sur-
Pluses., Whether a partitular transaotion or manner of doing busi-
Ness is within the purpose olause is 2 guestion for the courts and
2ot for the Secrstary of State to determine,
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Johnston v, Townsend, 103 Tex., 132, 124 S5, W, 417,
was an appllcation to the Supreme Court for a writ of manda~
zus requiring the Secretary of State to flile the ocharter of
ineorporation offered by the relators. In refusing the aanda-
mus, Justice Williams saild:

N % ¥ A ahoawtan muatr anaalPe tha rnitwnasa M
A ULhavoasa Muvwe WUPSVaL] wiaw DuApUewala

which the corporation is to be created. This should
be done with sufficient clearness to enable the Secre-~
tary of State to see that the purpose specified is
one provided for by the statute and to define with
some certainty the soope of the business or under-
takinf to be pursued, The charter tendered in this
case 1s 80 general and indefinite in its language
that, while it might apgl{ to one business, such as
we have mentioned, oconsisting of bdoth manufaoturing
and mining, with the purchase and sale of goods, este,,
ugsed for it, it might also be taken to authorize the
transaction of two businesses, one of manufacturing
and another for mininf with the further power of

urchase and sale inoident to each, And it appears

0 be the purpose of the relators to use the charter
for the carrylng on of what we regard as two distinct
businesses. We may look to this as illustrative of
the capacities for use of that whioh it is sought to
have the respondent file, although we do not think

thet question as to what may be done under a charter .
ordinarily arlse when it 18 proposed to Rave one filed.,
. $0 868 thal the pUurpose of

carry ou ) on=-

or 1t is by a ocomp t that the pu

well as those speclally interested in ocorporations,
are to be srotoctod-againat the asaumption of powers
not granted., * * * ind es the charter offered can be
interpreted as meaning and is intended to meen that

it authorizes the puraait of bdoth businesses, we think

the respondent had the right under the law to refuse %
fiie it UD 44 EEb doudt i 1K) 8 aEEulE be re-~

Some siates require corporation csharters to set out the
owers of the corporation, dbut im Texas, irticle 1304, V.A.C. 3.,
requires that the purpose be stated in the charter. When this is
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done the corporation has all powsrs necessary L0 carry out the
purpose snd the extent thereof is & question of law for the
courts,

You are reaspeotfully advised thet yot have the power
to disapprove tbe proposed chsrters, Having given this answer

to your prinoipal question, we deem 1t unnecessary to answer
your other questions,

Yours very truly
ATTONIEY ORIERAL OF TRXAS

By David W. Heath
Assistant

DWH ¢ ED

ooy SEP 14, 1943



